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TURKEY - KEY ECONOMIC INDICATORS 


All values in $U.S. millions unless otherwise indicated. Average 
exchange rates: $US1.00 = Turkish Lira (TL) 24.28 (1978); = TL 
31.08 (1979); for details of exchange rate developments in 1979 
and 1980, see text. 


% Change 
Income & Production@ 1978 1979 6/30/80 1978-79 


GNP at current prices 53,075 70,456 n.a. $32.7 
GNP at constant ('68) prices? 23,229 235275 n.a. +0.2 
Agricultural (% GNP) 21.0 22.5 Noa.« +2.4 
Industry (% GNP) 25.9 23.6 n.a. -8.9 
Services (%GNP) te ae | 54.9 n.a. +3.4 

Per Capita GNP Current 
Prices ($US) 14229 1,592 Nieais +29.5 


Money & Prices (End of Year for 1978-79) 


Money Supply, M 1 
(TL Billions) 291 
Central Bank (short-term) 
Discount Rate, % 10 
Price Indices (1963 = 100) 
Wholesale 
Istanbul Consumer 
Ankara Consumer 


Balance of Payments & Trade 


Official Gold & Foreign 
Exchange Reserves 610 569 611 
External Public Debt© 14,700 14,600 na. 
Annual Debt Service 645 1,031 na. 
Debt Service as % of Exports 28 46 Nas 
Trade Deficit 2,382 2,808 1,542 
Current Account Deficit 1,418 1,186 907 
Basic Balanced -386 -821 -191 
Exports, fob 2,288 2,261 1 267 
U.S. Share 6. 7 4.6 5.4 
Imports, cif 4,599 5,069 2,809 
U.S. Share 6.1 79 6.2 


Major items in U.S.-Turkish trade in 1978 (in $ millions): U.S. 
exports--nonelectrical machinery (60), fertilizer (48), coal (39), 
iron and steel (32), chemicals (20), electrical machinery (19); 
U.S. imports--tobacco (102). 


Notes: Exchange rate changes distort dollar denominated absolute 
and percentage changes from TL actuals; bsus1.00 = TL 9.00; Cdis- 
bursed debt only at the end of 1979; there was an additional $US 2.5 
billion in undisbursed debt; 4net of debt relief. 


Sources: Primarily Ministry of Finance, State Institute of Statistics, 
Central Bank, State Planning Office, and Ministry of Trade. 
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ECONOMIC TRENDS REPORT 
SUMMARY 


After several years of rapidly rising rates of inflation, a slow- 
down in economic growth, and mounting balance-of-payments problems, 
on January 24, 1980, the Government of Turkey announced a sweeping 
economic reform program intended to correct these problems and re- 
store the health of the economy. Emphasis was placed on increased 
private sector participation in the economy with a corresponding 
reduction in direct government control. Through the first three- 
quarters of 1980, the program has been notably successful in dras- 
tically reducing the rate of inflation, and it appears that indus- 
trial production may show significant signs of recovery in the 
fourth quarter of 1980 or the first quarter of 1981. Balance-of- 
payments assistance--primarily from the IMF and OECD members--has 
assured Turkey of sufficient foreign exchange to support an adequate 
level of imports in 1980. The continuation of such assistance will 
be necessary for some time while the Turkish economy undergoes 
structural adjustment to result in increased exports and foreign 
exchange income from other national sources. 


Citing the inability of the elected government to effectively govern 
Turkey, the Turkish Armed Forces took power on September 12, 1980. 
The new government of Prime Minister Bulend Ulusu has pledged to re- 
turn the country to elected parliamentary government as soon as pos- 
sible and to continue the economic reform program initiated under the 
previous government. 


There was a small increase in Turkey's trade deficit last year which 
was more than offset by a large increase in workers' remittances, 
thus reducing the deficit on current account. With a decrease in 

the capital account surplus, the basic balance recorded a greater 
deficit than in 1978. As foreign exchange has become available to 
finance much-needed imports--accompanied by a natural lag in the 
response of exports to Turkey's economic reform--an increased trade 
deficit is expected in 1980. This deficit will be financed largely 
by balance-of-payments assistance provided by OECD members and draw- 
downs under a 3-year, $1.6 billion stand-by agreement with the IMF. 
In addition, in agreements reached in 1978, 1979, and 1980, OECD 
members have rescheduled about $5 billion in official and officially 
guaranteed debt owed by Turkey. 


The rate of real growth in Turkey's GNP continued to decline in 1979, 
to 0.2 percent last year. With annual population growth estimated at 
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2.5 percent, real per capita national income declined in 1979 for 
only the third time in the past 30 years. It appears that real 
growth in 1980 may be above that of 1979 as a result of a good har- 
vest and increasing industrial production in the second half of 
this year. Unemployment, at perhaps 20-25 percent of the domestic 
labor force, remains a serious problem. 


Turkey's inflation rate reached 80 percent in 1979. After the dis- 
mantling of most price controls early in 1980, there was an immed- 
iate surge in official price indices. However, primarily because 
of imposition of a tight money policy, by late summer inflation 
had been reduced to an annual rate of less than 40 percent. 


NATIONAL INCOME 


The real growth rate in Turkey's GNP has declined every year since 
1974, from 8 percent that year to 0.2 percent in 1979. Industrial 
production actually fell 4 percent last year. Industrial production 
continued to lag during the first half of 1980, but increased im- 
ports and a ban on strike activity imposed in September by the new 
military-backed Government may result in some real growth in indus- 
trial production for 1980 as a whole. Overall, the 1980 economic 
growth rate may show some improvement over the previous year. Pros- 
pects for 1981 are for further improvement. 


Fixed capital investment declined in 1979. In real terms the decrease 
was 9 percent. Only mining (15 percent), energy (8 percent), and 
residential construction (9 percent) recorded real increases. Most 
important among the sectors in which there were declines were agri- 
culture (30 percent) and manufacturing industry (13 percent). Public 
and private savings also decreased in real terms, by 17.5 percent 

in the former case and by 5.0 percent in the latter. The negative 
1979 developments in savings and investment appear to have reflected 
a depressed level of industrial capacity utilization and concern 
about a high and increasing rate of inflation. Following abolition 
of government control of most interest rates on July 1, 1980, bank 
deposit and lending rates as well as banking deposits increased 
considerably. In conjunction with a decreased rate of inflation and 
possibly increasing industrial capacity utilization in the latter 
part of 1980, the outlook for domestic investment should improve 

in 1981. 


During the past decade and a half, the contribution of agriculture 

to total GNP has fallen from about 38 percent to 22 percent; during 
the same period the share contributed by industry rose from 16 per- 
cent to 24 percent. 
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The year 1980 was the fifth consecutive good year for Turkish agri- 
culture. Favorable weather in recent years combined with improving 
agriculture technology and widespread use of fertilizer and pesti- 
cides have been responsible for this performance. Though benefiting 
from one of the few subsidies remaining after initiation of the 
country's economic reform program, the price of fertilizer to farm- 
ers is many times what it had been in 1979. Nonetheless, it appears 
to continue to be applied in adequate quantities. All agricultural 
support prices (on a total of 23 commodities) were raised to record 
levels in 1979 and increased substantially again in 1980. The effect 
of higher support prices for agricultural production is question- 
able, however, as a season's support prices have traditionally been 
announced after planting has been completed. In 1980 real growth 
(probably in the neighborhood of 3 percent) is assured only in the 
agricultural sector. 


With few exceptions, Turkey's manufacturing industry has historically 
been directed primarily to serve a highly protected and therefore 
highly profitable domestic market. This situation came about mostly 
because economic development policy had a longstanding commitment 

to import substitution. As a result Turkey has been a relatively 
closed economy. Turkish exports, for example, were only 4 percent 

of GNP in 1979. The economic stabilization program introduced in 
early 1980 emphasizes increased exports to correct Turkey's balance- 
of-payments problems. Given the historical nature of Turkish indus- 
try, considerable structural changes as well as a reorientation of 
the local business mentality will have to be made for this to occur. 
The necessary transformation will take some time, but it is possi- 
ble that industrial exports will show positive effects of the eco- 
nomic reform in 1981. 


Etatism has also been a salient feature of the Turkish economy. In 
recent years more than half of fixed capital investment has been 
undertaken by the public sector, and the country's Fourth Five Year 
Plan (1979-1983) called for more than half of public sector invest- 
ment to be made by State economic enterprises (State-owned and oper- 
ated productive enterprises) as opposed to infrastructure. Contin- 
ued commitment to the economic reforms initiated in January should 
gradually change this picture. 


LABOR AND EMPLOYMENT 


Turkey has a labor force of some 17 million people, excluding work- 
ers employed abroad and those serving in the armed forces. Sixty 
percent of the domestic civilian labor force is employed in agricul- 
ture and 17 percent in industry. Approximately one million Turks 
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are working abroad, mostly in Western Europe. As demand for foreign 
labor has eased in Europe, increasing numbers of Turkish workers 
have been finding employment elsewhere abroad, notably in Saudi Ara- 
bia and Libya. In terms of the numbers of Turkish guest workers 
employed, Saudi Arabia is now third, after West Germany and France. 


With an annual growth rate in population of about 2.5 percent, as 
many as one million new workers enter the labor force each year. 
Effective unemployment in Turkey has been estimated at more than 

20 percent. Nonetheless, Turkey's industrial labor force has been 
organized into powerful unions that in recent years have succeeded 
in negotiating contracts on behalf of their membership that may 
have kept up with or even exceeded the rate of inflation. Immediate- 
ly following the military takeover on September 12, the new Govern- 
ment banned strikes and lockouts. Pending a resumption of labor- 
Management contract negotiations, the new Government ordered a 

70 percent "advance" salary increase for all workers who had been 
on strike or whose contracts had lapsed and were up for negotiation. 


INFLATION 


The decade of the seventies was a period of rising inflation in Tur- 
key. At about 7 percent in 1970, the rate of increase in the price 
level accelerated in the following years such that in 1979 the An- 
kara Consumer Price Index (C.P.I.) registered a 72 percent increase; 
the C.P.I. for Istanbul increased by 82 percent; and the (national) 
Wholesale Price Index (W.P.I.) rose by 81 percent. As part of its 
economic stabilization program, virtually all of the previously per- 
vasive government price controls were lifted in late January this 
year. The immediate result was a surge in the price level as record- 
ed by official price indices. In February, the increases ranged from 
13 percent in the Ankara C.P.I. to 29 percent in the W.P.I. Since 
then, however, monthly rates of inflation have steadily decreased, 
and by the fall, official price indices were recording an annual 
rate of inflation of less than 40 percent. Some prices have even 
fallen. 


Pursuit of a tight money policy has been widely credited with the 
success in bringing down the rate of inflation. Shortages on the 
market that had led to a black market in many goods have also large- 
ly disappeared. Hidden inflation represented by these black markets 
has consequently been reduced. With the availability of industrial 
inputs free of black market premiums, the supply side may also be 
contributing to reduced inflation in addition to the effect of 

tight money on the demand side. 
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The major causes of inflation in Turkey in recent years include a 
rapidly growing money supply, a continued high level of domestic 
demand aggravated by foreign exchange constraints that have lim- 
ited imports, persistent financing of large public sectors deficits 
by direct and indirect loans from the Central Bank, and possibly 
high wage and fringe benefits gained through collective bargaining. 
The January economic reform program has attacked each of these areas. 


Through the first half of 1980, the money supply (M 1) increased by 
16 percent compared with 25 percent for the same period in 1979. 
The W.P.I., however, in those two periods increased by 61 percent 
and 40 percent, respectively. The tight money policy pursued this 
year has dampened domestic demand, and official balance-of-payments 
support has reduced significantly the previous constraint on import 
volume. 


Although the legislated 1980 central government budget was relatively 
contractionary, there are signs that once more this year, the Gov- 
ernment will run a large deficit. In addition to efforts to reduce 
government expenditures, particularly in nonpriority public invest- 
ments, a comprehensive tax reform (the first in 20 years) may be 

in place near the end of 1980. The tax reform could have a salutary 
impact on government revenue collection and overall fiscal balance 

as well as reduce inequalities caused largely by inflation. 


PUBLIC FINANCE 


A major cause of inflationary pressure in Turkey has been the per- 
sistent financing of large public sector budget deficits by direct 
and indirect borrowing from the Central Bank. The Bank acts more as 
an agency of the Ministry of Finance than as an autonomous institu- 
tion in performing this role. The central government deficit grew 
from about 7 billion Turkish Lira (TL) in 1975 (1 percent of GNP) to 
65 billion TL in 1979 (3 percent of GNP), according to preliminary 
data. The increasing deficit has been caused largely by transfers 

to SEE's (which have often been inefficient and employ excess labor), 
increased agricultural support prices, and increased government per- 
sonnel expenditures, to say nothing of an antiquated tax structure. 
The present Government has assigned high priority to sweeping reform 
of the country's tax system, which should be largely, if not entirely, 
in place by the end of this year. The major goals of the reform in- 
clude attainment of tax equity and increased government revenues 

from taxation. The innovation of a preliminary form of a value added 
tax may be included in the new measures. 
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According to the legislated 1980 budget (the fiscal year in Turkey 
runs from March 1 through the last day of February), expenditures 
are to rise 38 percent in nominal terms over 1979 expenditures, to 
740 billion TL. However, during the past 2 years, actual government 
expenditures have exceeded those originally legislated by about 

70 percent each year. The Ministry of Finance has considerable au- 
thority to increase government expenditures above the amount orig- 
inally legislated, so that the annual budget law represents more 

of the statement of intent than a rigorous fiscal planning document. 


Internal public debt stood at 67 billion TL at the end of 1975. It 
rose to 179 billion TL by the end of 1978 and increased 42 percent 
last year, to 254 billion TL. The 1980 budget calls for an addition- 
al 50 billion TL in net issuance of government bonds in the current 
fiscal year. 


MONEY AND CREDIT 


Largely because of Central Bank financing of the residual needs of 
the public sector, the money supply, as measured by M 1, expanded 

by 37 percent in 1978 and another 54 percent by the end of the fol- 
lowing year. Through June this year, M 1 grew another 16 percent. At 
the end of September, total Central Bank credit outstanding equaled 
541 billion TL. Sixty-five percent of this total had been extended 


to the public sector. Central Bank rediscount rates have been gen- 
erally and significantly raised during 1980. 


On July 1, 1980, the Government released almost all bank interest 
rates from government control (excepting those of State institutions 
whose lending activities are directed to specifically favored eco- 
nomic activities). Turkey's commercial banks and State-controlled 
banking institutions promptly cartelized deposit and lending rates, 
albeit at a far higher level than those previously administered by 
the Government. There was an immediate jump in bank deposits, but 

it is not yet clear whether the increase has been a response solely 
to increased deposits rates or if other factors have also been 
important. 


Following the general increase in bank deposit rates, the Government 
raised the yield on State bonds, and Turkey's unregulated capital 
market also raised the rate of return on private bonds. 


EXCHANGE RATE DEVELOPMENTS 


In April 1979, the Central Bank buying rate for the U.S. dollar was 
set at TL 26.5 = $1.00 following a small devaluation. At that time, 
a premium rate of TL 47.1 = $1.00 was applied to exchange transactions 
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made by foreign tourists and workers' remittances. The remittance 
premium was gradually reduced over the following 3-month period, 
and the declining premium rate scheme was largely credited as the 
cause of very large May 1979 remittance income. At $639 million, 
May remittance income represented 38 percent of the year's record 
total. On June 11, an exchange rate of TL 47.1 = $1.00 was put in- 
to effect for all international transactions except imports of 
petroleum and fertilizers and exports of agricultural commodities 
subject to government price supports (i.e., virtually all agricul- 
tural exports except fresh fruits and vegetables). A rate of TL 35 
= $1.00 was set for these categories. 


On January 25, 1980,in conjunction with the Turkish Government's 
economic stabilization program, the TL was devalued almost 33 per- 
cent against the dollar, to TL 70 = $1.00. Corresponding adjust- 
ments were made at the same time in the values of the 15 other cur- 
rencies for which the Central Bank quotes official prices. Since 
January, there have been several crossrate adjustments, usually in- 
volving mini-devaluations of the TL, to keep the official value of 
the TL within 2 percent of its value on international markets. The 
most recent, made on October 26, brought the value of the TL to TL 
84.8 = $1.00. Also in January, the multi-tiered exchange rate re- 
gime for agricultural exports was abolished though concessional rates 
have been maintained on fertilizers and pesticides. 


BALANCE OF PAYMENTS 


Turkey's 1979 trade deficit increased 22 percent over 1978 though 
the 1979 deficit at $2.8 billion was still smaller than any from 
1975 to 1977. Last year's increase in the trade deficit was primar- 
ily due to a low volume of 1978 imports, which were suppressed due 
to the country's severely limited available foreign exchange. At 
$5.6 billion, imports were at their lowest level during 1975-79. 
While the value of exports also decreased slightly in 1979, they 
were nonetheless at the second highest annual level during that 
5-year period. 


Through the first half of 1980, imports were up to $2.8 billion, 

17 percent over the same period of the previous year. The increase 
has been financed to a large extent by official balance-of-payments 
assistance extended to Turkey. 


It appears likely that Turkey's 1980 import bill for petroleum and 
petroleum products will be greater than its total foreign exchange 
earnings from commodity exports. Export income decreased slightly 
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in 1979, but it will increase this year. A significant export re- 
sponse to the January stabilization program must await increased 
domestic production, which should benefit from the relatively high 
import level expected to continue through the remainder of 1980, 
and a structural reorientation of Turkish industry and marketing 
towards foreign markets. The present policy of maintaining reason- 
able exchange rates for the TL must also, of course, be continued. 
Agriculture has accounted for about 60 percent of total exports in 
recent years and will continue to contribute the bulk of export in- 
come for some time to come. 


Turkey is an Associate Member of the EEC and conducts about 40 per- 
cent of its trade with member countries. In 1979, the United States 
ranked fourth, after West Germany, Iraq, and Italy among the coun- 

try's trading partners. 


Workers' remittances soared to a record of $1.7 billion in 1979 fol- 
lowing 3 years at a constant $983 million annually. Prospects for 
1980 are that a new record will be reached. The total will approach 
$2 billion. 


Turkey's great tourism potential is as well known as the current 
state of underdevelopment of the industry. Net (officially recorded) 
tourism transactions were actually a negative item in the balance of 
payments in 1976 and 1977. In 1979 net income from this source was 
almost $200 million. No increase is likely in 1980. 


Turkey has had a deficit on the current account in all of the past 
20 years except 1973. At $1.2 billion, the 1979 deficit was the low- 
est since 1974. During the past decade, deficits on the current 
account were largely financed by convertible Turkish lira deposits 
(i.e., volatile short-term Eurocurrency commercial bank deposits in 
Turkey), suppliers' credits and concessional official lending. As 
Turkey's international payments arrearages grew, financing from the 
first two of these sources became more difficult to obtain and finally 
dried up almost entirely. By means of agreements reached in 1978, 
1979, and 1980, Turkey has rescheduled about $5 billion in official 
and officially guaranteed debt to 17 OECD members. 


In 1979, OECD governments pledged more than $900 million to Turkey in 
grants and credits as balance-of-payments assistance. Most of this 
assistance had been disbursed by mid-1980. In April 1980, the same 

OECD governments pledged an additional $1.6 billion. Saudi Arabia 

also provided a balance-of-payments loan of $250 million in 1980, 

and the World Bank provided $200 million in balance-of-payments support. 
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In 1978, Turkey and the IMF agreed to a 2-year SDR 300 million 
stand-by arrangement. Turkey experienced difficulty in living up 
to the terms of that agreement, and the following year requested 
and obtained a replacement agreement for a l-year period at SDR 
250 million. In 1980, Turkey concluded a third stand-by with the 
IMF. On this occasion, for a duration of 3 years and for a total 
of SDR 1.25 billion ($1.6 billion). 


Private foreign investment capital entering Turkey has increased 

in each of the past 4 years but had still reached only $86 million 
in 1979. Measures taken during and since the January inauguration 
of Turkey's economic reform to encourage private foreign invest- 
ment, if combined with investor confidence in political and econom- 
ic stability, may prove ultimately successful, but probably not in 
the short run. 


EXTERNAL DEBT 


Turkey's total disbursed foreign debt more than quadrupled from $3.3 
billion to $14.7 billion between December 1974 and December 1978. 
Total external debt decreased slightly in 1979. The rapid buildup of 
foreign debt during that period reflected Turkey's large current 
account deficits and the decision of the Government to finance them 
through short-term borrowing. From 1977 through 1979, the composition 
of the external debt shifted so that medium- and long-term debt (i.e., 
obligations of 3 or more years duration) represented 70 percent of 
the total at the end of that period compared with 44 percent at the 
beginning. 


Subsequent to the 1979 debt rescheduling agreement with OECD coun- 
tries, Turkey also reached agreement with approximately 230 foreign 
commercial banks on a rescheduling of more than $2.2 billion in con- 
vertible TL deposits and about $700 million in other debt owed to 

the commercial banks. In January 1980, Turkey announced a plan to 
settle some $2 billion in non-officially guaranteed commercial arrear- 
ages involving some 100,000 transactions with about 25,000 individ- 
ual claimants. Following widespread creditor complaints about the 
adequacy of the proposed settlement, some revisions were made. 


IMPLICATIONS FOR AMERICAN BUSINESS 


Although foreign exchange transfers have been regularized and Ameri- 
can technology and products are still in high demand, the precarious 
balance-of-payments situation continues to adversely affect American 
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sales to Turkey. The American share of the market has slipped stead- 
ily downward. since mid-1979 because larger and larger proportions 

of Turkey's total imports are devoted to petroleum imports, and be- 
cause most sources of export credit have been unavailable for some 
years to American firms exporting to Turkey. Nevertheless, firms 
that follow the development of priority projects in Turkey and make 
maximum use of secure methods of payment are able to sell success- 
fully here. 


CREDITS 


During the first 7 months of 1980, American sales to Turkey totaled 
$176 million; about 5.5 percent of the total market. Export figures 
show a slow and steady erosion of the U.S. market since mid-1979. 
Part of this erosion is due to a general reduction in the size of 

the market devoted to traditional American exports to Turkey, primar- 
ily machinery and nonpetroleum raw materials, but a significant fac- 
tor in the loss of the market has been the uncompetitive position 
that American exporters occupy vis-a-vis their European counterparts 
in obtaining credits or export insurance. 


During the past 2 years, the U.S. Export-Import Bank (EXIM Bank) 
has provided credits or guarantees of credits for sale to Turkey, 
but those funds have not yet been spent--partly due to the condi- 
tions circumscribing their use. It is expected, however, that a $50 
million credit originally extended in 1979 and a $95 million bank 
loan guarantee granted by EXIM Bank in 1980 will be used shortly. 
The Turkish Government has assigned use of the $50 million credit 
for the purchase of surface mining equipment, aircraft, and coal. 
Tenders for the mining equipment have recently been issued, and the 
aircraft purchases are expected to be made shortly. The $95 million 
loan guarantee, which will be disbursed before March 31, 1981, will 
be used by the Government to clear applications for letters of credit 
intended to purchase American goods. As a consequence, contracts 
that have been pending for months will be concluded. 


However, unless export insurance, which was suspended in 1978, is 
reinstituted in the near future, or additional guarantees are made 
available to American private banks, sales to Turkey are not expect- 
ed to increase significantly. 


PAYMENTS 


In 1980, Turkey began implementation of a program to repay unguaran- 
teed commercial arrears accumulated prior to 1979. Commercial banks 
and Turkish companies also report that foreign currency transfers 
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for loan repayments, profits and royalties have been made without 
significant delay during the year. Nevertheless, American exporters 
are advised to require secure payments for all shipments. The fol- 
lowing methods of payment are secure: 


--Confirmed letter of credit: Letters of credit confirmed 
either by the Turkish Central Bank or a Turkish commercial bank are 
paid on time. 


--Acceptance credits: These credits are arranged by the import- 
er through a Turkish commercial bank and can be applied to a list 
of priority imports that includes most raw materials and some manu- 
factured components used by industry. 


--World Bank and other foreign loans: Projects that are funded 
by the World Bank and other international organizations provide good 
opportunities with assured payment for American exporters. Although 
most projects funded by individual countries are tied to procurement 
in those countries, occasionally untied funds are provided for which 
American exporters can compete. 


--Sales to Turkish exporters: Under regulations issued early in 
1980, Turkish exporters are allowed to keep 50 percent or more of 
their own export earnings with which to finance imports. Exporters 
are also permitted to transfer the right to the use of their retained 
foreign exchange to other importers. In order to preserve markets in 
Turkey, some American firms are assisting their Turkish customers to 
set up export arrangements, the proceeds of which will help pay for 
the goods the American company sells to Turkey. 


BUSINESS COUNCIL PROPOSED 


Turkey has made a major effort in the past few years to improve its 
export performance. In 1979, Turkey sold $105 million worth of goods 
to the United States; only 4.5 percent of its total exports. In an 
effort to increase and diversify its export sales, and to better 
acquaint the American business community with opportunities in Tur- 
key, the Turkish Government has proposed the organization of a Turk- 
ish-American Business Council. The suggestion has been endorsed by 
all major private business organizations in Turkey, and American 
firms are being approached by the Turkish Embassy in Washington con- 
cerning membership in such a body. Additional information concerning 
this initiative can be obtained from the Turkish Embassy in Washing- 
ton, or the Chamber of Commerce of the United States. 





INVESTMENT CLIMATE 


In January 1980, the Turkish Government made significant changes in 
its foreign investment code, vesting review powers for most foreign 
investment in the Foreign Capital Department of the Prime Minister's 
Office. This consolidation of review powers will reduce the time re- 
quired for government acceptance of foreign investment applications 
to a reasonable period of time and removes what was previously the 
most serious impediment to foreign investment in Turkey--bureaucra- 
tic inaction. However, while the Turkish Government and private bus- 
iness are more receptive now than ever before to foreign investment, 
investors remain cautious in the face of the volatile balance-of- 
payments situation, high costs of production, and doubts about poli- 
tical stability. 


MAJOR TRADE OPPORTUNITIES 


The Turkish Government's investment program, which was announced at 
the end of September 1980, stresses that available resources will be 
reserved for productive enterprises. Development of its defense in- 
dustry and completion of key energy, transportation, port and ware- 
housing projects will be emphasized. 


Government calls for tenders on major projects of interest to Amer- 


ican firms are reported immediately through the U.S. Department of 
Commerce Trade Opportunity Program. Developing projects are reported 
to the Major Projects Office of the Department of Commerce, and de- 
tails concerning projects cited below can be obtained from that office. 


Those projects that the Embassy believes will receive top priority 
in the coming 6 months are: 


--Joint Defense Production: The Turkish Government has requested 
assistance from the U.S. Department of Defense in improving produc- 
tion facilities for the manufacture of anti-tank ammunition, fuses, 
explosives, and rockets. Projects for tank rehabilitation, airframe, 
and jet engine rebuilding and shipbuilding are also being studied. 
The proposals, some of which have export possibilities, are under 
discussion. Firms interested in participating in a joint venture with 
the Turkish Government on these and similar projects are invited to 
contact the Office of the Deputy Undersecretary of Defense for Inter- 
national Programs and Technology and the Office of Munitions Control, 
Department of State, for additional information. 


--West Raman Oil Recovery Project: The World Bank has provided 
a $65 million credit to increase production of the West Raman Oil 
Field from 3,000 to 30,000 barrels of oil per day. During the coming 
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year, prequalified firms will have the opportunity to bid on a 
series of tenders for this project. In order to prequalify, inter- 
ested firms are invited to contact the Turkish Petroleum Administra- 
tion, Mudafaa Caddesi 22, Ankara, Turkey, telex: 42426 TPAO-TR. 


--Karakaya Dam and Hydroelectric Power Project: The World Bank 
and the European Investment Bank have supplied $200 million to pur- 
chase turbines, generators, and electrical equipment for this 6 x 
300 MW hydroelectric project on the Euphrates River. Firms interest- 
ed in supplying equipment for this project should contact DSI Genel 
Mudurlugu, Barajlar ve Hidroelectrik Santrallar Dairesi Baskanligi, 
Ankara, Turkey, telex: 42305 DSIM-TR. 


--Ports Rehabilitation Project: This World Bank funded project, 
which is currently under construction, will call for tenders on 76 
mobile cranes later this year. The procurement agency for this proj- 
ect is Devlet Demiryollari Isletmesi Genel Mudurlugu, Malzeme Dairesi 
Baskanligi, Ankara, Turkey, telex: 42571 TCDD-TR; cable: Demiryol, 
Ankara, Turkey. 


--Central Anatolian Refinery Project: The Turkish Petroleum 
Administration is seeking about $50 million in credits to purchase 
equipment such as furnace elements, steam turbines, and electrical 
laboratory equipment to complete this project currently under con- 
struction. Interested firms are invited to contact the Turkish Pe- 
troleum Administration, Mudafaa Caddesi 22, Ankara, Turkey, telex: 
42426 TPAO-TR. 


--Crude Oil Pipeline Project: The Turkish Pipeline and Petrole- 
um Transport Company is seeking $130 million in credits for a pipe- 
line to serve the Central Anatolian Refinery Project. Firms inter- 
ested in prequalification should contact Boru Hatlari Ile Petrol 
Tasima A.S. (BOTAS), Soysal Sitesi, Kat 5, Kizilay, Ankara, Turkey, 
telex: 42698 BHAT-TR. 


IZMIR FAIR 


The American pavilion at the annual Izmir Trade Fair held in August 
1980, attracted 29 exhibitors representing 49 American companies. 

The pavilion secured $2.25 million worth of business for the parti- 
cipating firms. In addition, computer exhibits at the American pavil- 
ion secured an additional $400,000 of the quota assigned for exhibi- 
tion of new technology; the largest amount assigned to any one pavil- 
ion. Planning is already underway for the American pavilion at the 
1981 Izmir Fair. Since 1981 is the centenary of Ataturk's birth, 
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the Fair will be much bigger than it was this year, and the Ameri- 
can pavilion hopes to secure a quota that is at least twice as 
large as it was in 1980. Firms interested in participating in the 
1981 Fair may contact the American Embassy at Ankara directly for 
further information. 


RAW MATERIALS 


Until planned import substitution projects are completed, Turkey 
will also continue to import significant amounts of iron and steel 
products, coking coal, chemicals, and fertilizers. All of these 
imports may be financed securely through acceptance credits. Major 
importers of raw materials are: 


--For iron and steel and coking coal: 
--Eregli Demir ve Celik Fabrikalari TAS 
Ataturk Bulvari - Selcan Han No. 127 - Kat 5 
Bakanliklar, Ankara, Turkey telex: 42428 ERAN-TR 


Turkiye Demir ve Celik Isletmeleri Genel Mudurlugu 
Karabuk, Turkey telex: 48522 TCD-TR 


--For fertilizer: 
--Turkiye Zirai Donatim Kurumu Genel Mudurlugu 


Meteoroloji Mahallesi Diskapi 
Ankara, Turkey telex: 42235 


--For chemicals: 
--Azot Sanayii TAS Genel Mudurlugu 
Gazi Mahallesi 
Konya Yolu 70 
Ankara, Turkey telex: 42357 AZT-TR 


*% U.S. GOVERNMENT PRINTING OFFICE: 1981—341-007/356 








